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Abstract  This paper performs a long-run time series analysis of the behaviour of the income 
velocity of money in Portugal between 1891 and 1998 by assessing the importance of both 
macroeconomic and institutional factors and looking for particularities in the Portuguese case. 
We estimate two cointegration vectors for the income velocity of money, macroeconomic 
variables and institutional variables. It is apparent that one of these vectors reflects the 
relationship between income velocity and macroeconomic variables, while the other reflects 
the relationship between income velocity and institutional variables. Moreover, a regression 
analysis reveals that the usual U-shaped pattern is displayed with a relatively late inflection 
point located around 1970, which is consistent with the Spanish case. It is further noted that 
this is a feature of countries with a late economic and institutional development process. 
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